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KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless noted 


1986 1987 1988 
PROJECTIONS 
Domestic Economy 

Population (millions) 1.25 is 1.35 
GDP, current dollars 7,201 7,824 8,000 
Per capita GDP 5,825 6,022 5,925 
GDP in local currency 2,800 3,009 3,075 

% change -19 8 2 

CPI %* change 2 0 2 


Government Finance 
Revenue 
Expenditure 
Deficit 
Deficit as % of GDP 


Balance of Payments 
Exports (F.O.B.) 


Imports (C.I.F.) 
Trade balance 
Current account bal. 
Foreign debt (year end) 
Debt service paid 
Debt service owed 
Debt service as % of 
merchandise exports 
Foreign exchange reserves* 
Average exchange rate for year 
(R.O. 0.3814 = U.S. $1.00) 


U.S.-Omani Trade 

U.S. exports to Oman (FAS) 159.6 171.2 129.6 
U.S. imports from Oman (CIF) 42.5 229.8 82.2 
Trade balance it? 3 -58.6 47.4 
U.S. % of Omani exports 1.5 6.1 2.4 
U.S. % of Omani imports 6.3 8.7 5.8 
U.S. economic aid 19.6 15.0 13.6 


Principal U.S. exports: Oil and gas field equipment; communications 
equipment; spare parts 
Principal U.S. imports: Crude petroleum; fish 


*Excluding State General Reserve Fund 


Sources: Central Bank; Development Council (Quarterly Bulletins and 
Annual Reports) 





SUMMARY 


Oman’s economy continued to recover from the recession into which it 
plunged following the collapse of world oil prices at the end of 
1985. A rebound of petroleum prices in 1987 substantially aided 
economic growth. However, a subsequent decline in 1988 considerably 
slowed the process, although there were signs in the latter part of 
the year that business activity was picking up. Oman’s oil earnings 
in 1987 were $3.1 billion, markedly higher than the previous year’s 
$2.4 billion. Petroleum revenues fell in 1988, with prices 
recovering somewhat in early 1989. Oman is playing a major role in 
bringing together OPEC and non-OPEC producers to coordinate 
production policies to stabilize the oil market. Overall GDP grew a 
healthy 8 percent in 1987, in contrast to a plunge of 29 percent the 
year before. In addition, Oman’s 1987 current account surplus of 
$589 million, following a deficit of nearly $1 billion in 1986, led 
to the country’s first positive balance of payments in three years. 
GDP growth in 1988 was probably slight, and the current account may 
be slightly negative. 


The government is allowing the deficit to nearly double to $1 billion 
in 1989 by maintaining spending levels in the face of an anticipated 
fall in revenues. Officials hope that this will stimulate economic 
activity and aid recovery. Government spending will not increase 
much until sometime in the early 1990s, and, given the key role of 
government outlays in the Omani economy, business is likely to remain 
slow until then. Planners promoting the diversification of Oman’s 
economy are hoping that the downturn in trade and construction will 
encourage Oman’s private sector, which still possesses considerable 
capital, to undertake investment in agriculture, fishing, and light 
industry. The Sultan has declared 1989 a second "Year of 
Agriculture." The government is establishing a stock market as an 
impetus to domestic investment. 


U.S. firms, although facing a smaller and highly competitive market, 
should be able to take advantage of the depreciation of the dollar to 
expand their share in Oman’s cost-conscious market. Best business 
prospects include the oil sector, in which development spending is 
growing in 1989, as well as agricultural products and services, water 


resource development and conservation equipment, and light industrial 
technology. 


A. CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth 


Oman continued its recovery from the severe recession into which it 
plunged with the collapse of world oil prices at the end of 1985. 
However, the rate of recovery slowed down in 1988 as oil prices again 
weakened, dropping below the $17 a barrel which prevailed for most of 
1987. Omani oil never sold for more than $15 a barrel after June 
1988, dipping at one point to below $10. 





In October, Oman stopped using fixed price contracts with netback 
provisions in favor of more discretionary pricing in order to 
prevent other Gulf producers from undercutting the predictable Omani 
price level. At year’s end, Omani oil sold for $13. Needless to 
say, these developments impacted strongly upon a government budget 
whose revenue projections were based upon $15 a barrel oil. 


The Omani economy as measured by gross domestic product grew 7.5 
percent in 1987 to $7.8 billion, driven by a 33 percent increase in 
crude petroleum contribution to GDP, which offset an 11 percent 
decline in non-oil GDP. A decline in workers’ remittances caused 
the gross national product to grow even more (11.3 percent) to $7.8 
billion. However, GDP still remained 21.7 percent below its 1985 
peak. In addition, fiscal austerity caused continued declines in 
the contribution to GDP of those sectors dependent upon government 
spending: construction (38 percent decline) and trade (14 percent 
decline). GDP growth in 1988 was slow, if not actually stagnant. 
Nonetheless, there were some encouraging signs. Imports were up in 
the last half of 1988, as were government receipts of corporate 
income taxes. In addition, the banking sector witnessed an 
expansion of credit. All of this showed the recovery continuing. 


Government outlays play a key role in stimulating the Omani 
economy. Sharp budget cuts instituted to cope with decreased oil 
revenues have dampened growth. Although some money has been 
allocated for projects under the Third Five Year Plan, new 
development spending has declined drastically. Government spending 
for 1988 was $3.8 billion, compared with $4.2 billion for 1987 and 
$4.9 billion for 1986. Capital spending in 1988 amounted to $664 
million, against $855 million and $1.4 billion for 1987 and 1986 
respectively. 


Government spending will not increase much until sometime in the 
early 1990s. 1989 budget levels are approximately equal to those in 
the 1988 budget. However, this includes increased capital spending, 
mostly in the oil sector. If oil prices stay above $15 per barrel, 
the recovery will accelerate, although no substantial upturn is 
likely before 1990, since the government is unlikely to increase 
spending much even if oil revenues rise. Even then, the economy 
will not return to the boom levels of 1984-85. Another sharp drop 
in oil prices could reverse the upturn. 


The government has reached an agreement with the head of the 
Jordanian stock exchange to set up a stock market in Oman, scheduled 
to begin operations in 1989. Officials hope that this will 
encourage private investment in industry. Only domestic stocks will 
be traded in the exchange, whose dealing will be strictly controlled 
to prevent speculative runs. A Royal Decree, issued in January 
1989, amended the Commercial Companies Law to give the government 
more control over the activities of joint stock companies to 
facilitate the operation of the exchange. 





Oman resorted to a $100 million Euromarket loan in August 1988 and 
borrowed $130 million loan in December to cope with declining 
revenues. In March 1989, the government asked a consortium of banks 
to arrange a $500 million syndicated loan. 


Government Finance 


The recovery of oil prices enabled the Omani Government to reduce its 
1987 budget deficit to $252 million, 85 percent below 1986’s record 
deficit of $1.7 billion. The shortfall was one-third of the $715 
million projected in the budget, which was based upon oil selling at 
$15 a barrel. Oil revenues of $3.1 billion were 28 percent above 
1986 levels. Non-oil revenues, such as customs duties, corporate 
income tax, and domestic sales of natural gas also registered gains, 
reflecting an improved economic situation. As a result, government 
revenues rose to $3.9 billion, 13 percent higher than anticipated 
and 24 percent above 1986 levels. The government was also able to 
cut back spending levels 15 percent to $4.2 billion. Capital 
expenditures fell 38 percent. 


Preliminary data show Oman running a deficit of $618 million for 
1988. Falling oil prices caused revenues to drop 19 percent from 
1987 to $3.2 billion, $312 million less than anticipated in the 
budget. To deal with this shortfall, the government cut back 
spending 8 percent to $3.8 billion. Most of the cutbacks were in 
capital spending, which plunged 22 percent to $664 million. The 
government met the shortfall by resorting to international finance 
markets, including a $100 million loan in August and a $130 million 
loan in December. Net borrowing was $61 million. In addition, the 
government withdrew $201 million from the State General Reserve Fund 
(SGRF), which receives 5 percent of Oman’s petroleum revenues. The 
rest of the deficit was met by drawing $316 million from government 
reserves. 


Oman’s 1989 budget projects sharply lower revenues of $3.1 billion 
and slightly higher expenditures of $4.2 billion to produce a 
deficit of $1.1 billion, nearly double the previous year’s expected 
level, as the government is attempting to stimulate the economy by 
maintaining spending levels. The government bases its revenues 
projections on a cautious scenario of oil selling at $12.50 a 
barrel. If oil prices remain above this level, as was the case in 
early 1989, and Oman increases production, the deficit will be less 
than anticipated. Targeted defense spending is down slightly to $1.4 
billion. Civil recurrent spending is up slightly to $1.8 billion. 
Development spending will increase over 40 percent to $944 million, 
including $424 million in new projects as part of the Third 
Five-Year Plan. However, most of the increase will be in the oil 
sector. Capital outlays will actually decline for the rest of the 
civilian government. The deficit will be met partially by net 
borrowing of $182 million, both domestically through treasury bills 
and on international loan markets. Oman’s foreign debt, estimated 
at a little less than $4 billion, is still manageable, and the 





country enjoys a good credit rating. The rest of the deficit will 
be met by drawing on reserves. SGRF holdings of around $3 billion 
are modest by Gulf standards, but have remained more-or-less steady 
in recent years despite some large withdrawals. In addition, the 
Central Bank maintains about $1.5 billion in foreign assets. 


Foreign Trade and Payments 


Stronger oil prices and increased production enabled Oman to 
register a 1987 trade surplus of $1.8 billion, the largest in recent 
years. Exports grew 33 percent to $3.8 billion. The recession 
triggered by the 1986 oil price collapse continued through 1987, 
forcing the demand for imports down sharply to $2 billion -- 42 
percent below the 1985 peak. The depreciation of the dollar, and 
hence the dollar-pegged Omani Rial, against the currencies of Oman’s 
major trading partners, Japan, the United Kingdom, and West Germany 
also had a dampening effect. Worker remittances ($680 million) and 
repatriated profits ($371 million) continued to drop, enabling Oman 
to attain a strong current account balance of $589 million. This 
occurred despite a marked decrease in net official interest from 
$376 million to $104 million, the result of a rising foreign debt. 


For the first time in a decade, Oman suffered a negative capital 
account balance in 1987. A large-scale restructuring of the 
nation’s foreign debt, which resulted in a $136 million net 
repayment of foreign loans, and a sharp decrease in investment in 
the oil sector pushed the official capital account $88 million into 
the red. Balance-of-payments accounts show the outflow in the 
“errors and omissions" category, largely attributable to private 


capital flight, dropping from $610 million to $366 million, perhaps 
because the recession allowed Omanis less money to invest abroad. 
Opportunities for investment in the country remain limited. Reduced 
private outflows, combined with a strong improvement in the current 
account balance, created a positive overall balance for the first 
time since 1984. This enabled Oman to raise its gross official 
reserves to $4.8 billion. 


Export earnings fell to an estimated $3.3 billion in 1988, asa 
result of weakening oil prices. At the same time, Oman’s slow 
recovery. from recession probably caused import levels to rise 
slightly to $2.1 billion. Despite the resulting trade surplus of 
over $1 billion, there was probably a small deficit in the current 
account. This resulted from corporate profit transfers and workers 
remittances remaining at their 1987 levels, and net official 
interest being in near balance. The capital account probably 
registered a small surplus due to external borrowings and positive 
oil sector capital inflows. Lower incomes slowed down private 
capital outflow, as did improved differentials between local and 
international interest rates. However, the lack of domestic 
investment opportunities kept capital flight relatively large. The 
overall result was probably a balance-of-payments deficit. Barring 
another precipitous decline in oil prices, Oman should have a trade 





surplus in excess of $1 billion in 1989, despite rising import 
demand associated with the economic recovery. However, continued 
high levels of worker remittances and capital flight make it likely 
that the balance of payments will again be negative. 


Petroleum 


Petroleum dominates Oman’s economy, accounting for 91 percent of 
export earnings (97 percent if reexports are discounted) and 83 
percent of government revenues. Although the oil sector’s share in 
GDP fell to 45 percent in 1987 from a high of 62 percent in 1980, 
petroleum revenues continue to serve as the main support for much of 
the activity in other sectors of the economy, particularly those 
financed by the government. 


Oman is not a member of OPEC, but has tended to follow closely the 
organization’s pricing, if not production, policy, maintaining that 
its membership in the Gulf Cooperation Council provides an adequate 
framework for such coordination of oil policy as it finds 
necessary. Oil Minister Said al Shanfari has publicly expressed 
Oman’s commitment to supporting OPEC’s efforts to stabilize oil 
prices. He has been active in attempting to get non-OPEC producers 
to cooperate with the organization. Oman has proclaimed several 
temporary production cuts, including one of 28,000 barrels per day 
(b/d) this spring to demonstrate solidarity with the organization. 


Production in 1987 totaled 212.5 million barrels, or an average of 
582,269 b/d, a 4.5 percent increase over 1986’s 559,700 b/d. The 
majority government owned Petroleum Development Oman (PDO) accounted 


for 98 percent of production. Oil exports were 197.1 million 
barrels, or 539,000 b/d. Total reserves were slightly more than 4 
billion barrels. During 1987 more than 320 million barrels were 
added through new discoveries and reevaluations of existing fields. 
Gas reserves stood at 9.4 trillion standard cubic feet, including 
2.5 trillion cubic feet of associated gas and 6.9 trillion cubic 
feet of nonassociated gas, as work began on expansion of the gas 
pipeline system. The government is greatly interested in 
discovering new reserves of nonassociated natural gas, a primary 
source of fuel at government power stations. Gas discoveries in the 
Bukha field off the Musandam peninsula may be utilized for an 
offshore methanol plant. 


Lower oil prices in 1987 and 1988 led to a scaling back of 
development in Oman’s petroleum sector. PDO’s capital expenditure 
for 1987 was 387.6 million, almost half the record level of 1986. 
The company’s 1988 budget was even smaller. However, the 
government’s 1989 budget allocates $327 million to PDO as its share 
of development spending, and total capital expenditure should exceed 
$500 million. Net investment by non-PDO oil firms reached $78 
million in 1987, markedly less than the $136 million invested in 
1985 but slightly above the 1986 level. Occidental Petroleum (OXY) 
produced a record 2.1 million barrels of oil in 1987, largely as a 





result of a successful 22 well drilling program. OXY expects to 
produce substantially more. ELF’s production dropped for the fourth 
year in a row to 1.9 million barrels, and it is now producing about 


6,500 b/d. Japex produced only about 100,000 barrels of oil in 1987 
from one field. 


As a result of a large-scale investment program there are now over 
1,600 km of pipeline, with a throughput capacity of 725,000 b/d. 
Additional looping could increase the capacity of the system to 
915,000 b/d. To deal with this increased flow through capability, a 
new 920,000 barrel tank was added at the export terminal, Mina al 
Fahal, to increase storage capacity there to 3.6 million barrels. 


Although Japan remained the largest purchaser of Omani oil, the 
Japanese reduced their purchases to just 41 percent of total Omani 
exports, down from 53 percent in 1986 and 66 percent in 1985. East 
Asian nations purchased 74 percent of exports. The United States 
imported 13.3 million barrels, or 7 percent of crude exported. 


Diversification 


The Omani Government is fully aware of the dangers inherent in an 
economy heavily dependent on a single depletable resource. 

Beginning with the 1980-85 Five Year Plan, Oman has had an express 
policy of diversifying the economy away from petroleum. The present 
recession has made this goal all the more pressing. The non-oil 
income generating sectors of the economy are growing, but are still 
small. In 1987, agriculture, fisheries, industry, and mining 
combined accounted for only 7 percent of GDP. The total value of 
Oman’s non-oil exports exclusive of reexported goods was only $101 
million in 1987, equivalent to 2.7 percent of total exports. 
Although this represents a 44 percent increase over the previous 
year, oil revenues still dwarf all other sources of income. Given 
Oman’s limited resources, including manpower, policies promoting 
diversification are difficult to devise. To the government’s 
credit, viability is a major concern; it has no desire to use scarce 
funds for projects which cannot stand on their own. Planners hope 
that the downturn in construction and trade will prompt local 
entrepreneurs to make new types of investment, particularly in 
agriculture, fishing, and light industry. However, an end to heavy 
reliance on oil will not come soon. 


The Omani Government is showing increasing interest in expanding the 
tourist industry. Visa requirements have been eased to allow select 
groups of Western tourists to enter Oman. Over 5,000 Western 
tourists are expected in the 1988-89 season, up from 1,500 the year 
before. In addition, more than 10,000 citizens of the Gulf 
Cooperation Council will visit Southern Oman in the summer. The 
Ministry of Commerce and Industry is making available interest-free 
loans for tourist projects. The government is building restaurants 
and rest houses to encourage visitors, and is studying the 
feasibility of a 300-boat marina in the Muscat area. 





Agriculture and Fishing 


Agriculture and fishing employ more than half of the indigenous work 
force. Much of the output in both is produced on a small scale, 
using traditional techniques, and in isolated areas with little 
access to markets. Policies toward these two sectors have similar 
goals -- to modernize them and make them more profitable, and to do 
so without disrupting the social structure that has grown up around 
them. These objectives do not always coincide. To the farmer, the 
government supplies subsidized seed, fertilizer, and equipment, and 
to the fisherman boats, engines, nets, and traps. The Bank for 
Agriculture and Fisheries and the Fishermen’s Fund make concessional 
loans. Technical assistance is available, but disseminating 
information and convincing farmers and fishermen to accept new 
techniques are difficult. Despite some progress in providing better 
market access and thus better prices for small producers, much 
remains to be done. 


Oman’s fisheries resources have enormous potential for development. 
Recorded exports of fish and shellfish provided $31 million in 
revenue in 1987, an increase of 21 percent over the previous year. 
This was supplemented by an informal but active trade with other 
Gulf states, via small refrigerated trucks. The 1987 catch was 
estimated at around 115,000 tons, far below the available resource, 
which many experts estimate at 300,000 tons. Officials are 
concerned about exploitation of fish stocks before complete data is 
available, and research aimed at defining the size of the resources 
is underway. It is not yet clear to what extent Oman is prepared to 
proceed with larger scale commercial fishing, even though such 
efforts are key to any significant expansion of the country’s export 
base. The Omani Government has decreed the establishment of "The 
Oman Fisheries Company" to help develop the country’s marine 
resources. It is not yet clear what form this $26 million joint 
sector company will take. 


Agriculture is subject to severe resource constraints. Arable land 
is limited to approximately 83,000 hectares, about half of which is 
in production. Lack of sufficient water resources is the greatest 
constraint on output, and inefficient use of existing supplies could 
jeopardize whatever agricultural future the country may have. Until 
water resources are fully assessed, and plans for more efficient use 
put into place, it is difficult to evaluate agricultural potential. 
However, even if productivity improves, success in this sector is 
not likely to go beyond self-sufficiency and some export capacity 
for traditional crops such as dates and limes, and attaining a 
higher level of import substitution for some fruits and vegetables. 
Sultan Qaboos has proclaimed both 1988 and 1989 "Years of 
Agriculture," and revealed that agriculture and fisheries will 
receive "the major share" of the fourth 1991-95 Five-Year Plan. He 
established food self-sufficiency within seven years as a national 
goal. The Omani Government is studying several projects to improve 
the production and marketing of agricultural commodities. 
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The Minister of Agriculture has announced a long-term goal of 
bringing all of Oman’s arable land under cultivation within two 
decades. 


Mining 


Sales of 15,500 metric tons of refined copper cathode from the mine 
and smelter at Sohar yielded Oman $25 million in 1987. Life of 
nearby reserves is estimated at three to six more years; efforts are 
under way to find and develop other copper ore sites. Oman exports 
small quantities of chromite ore and is assessing the viability of a 
refining operation. Oman also possesses gypsum, limestone, coal, 
asbestos, and marble. Budget problems have forced the government to 
defer development projects in this sector and have prompted a 
greater interest in working with foreign investors to assess and 
develop mineral resources. 


Industry 


Lacking the proven natural gas reserves and large financial 
surpluses which support the development of energy and capital 
intensive industries elsewhere in the region, Oman has focussed its 
attention on light industry. There are a few large enterprises in 
which the government has whole or partial ownership: an oil 
refinery, a copper smelter, two cement companies, and a flour mill. 
However, emphasis has generally been on private sector initiative in 
the creation of small to medium-sized enterprises aimed at import 
substitution. While wary of subsidization, the government has 
implemented several measures to encourage industrial development and 
to stimulate private sector activity in a slow business climate. 
Among these incentives are concessional loans and grants, exemption 
from import duty on inputs, temporary tariff protection, the 
provision of feasibility studies for several products thought to 
have good potential and subsidized land and electricity in 
industrial estates. Industry grew rapidly in the first half of the 
1980s, averaging 30 percent annually, in large part due to these 
incentives. However, growth has slowed. Manufacturing’s 
contribution to GDP increased 8 percent in 1987 to $264 million. 
Future growth will undoubtedly remain slow. 


B. IMPLICATIONS FOR THE UNITED STATES 


The United States, with a 6.7 percent share of recorded imports in 
1987, has consistently ranked behind Japan (15.2 percent), the 
United Kingdom (14.7 percent), and West Germany (8 percent), in the 
Omani market. British and Mediterranean-based contractors dominate 
the construction market, while telecommunications has been the 
province of the Germans and Scandinavians. U.S. firms have done 
best in the oil sector, general and transportation machinery, 
computer technology, and franchising services. 


U.S. firms faced in 1988 and will face again in 1989 a smaller and 
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highly competitive market. The proliferation of large 
infrastructure projects is over; at best one or two in power 
generation and water desalination are in the works. Nonetheless, 
several factors are operating to expand the U.S. market share now 
and help firms position themselves for a later upturn. Some 
American exporters have already benefitted from the substantial rise 
in the value of the currencies of most of Oman’s trading partners 
against the dollar-pegged Omani Rial. To date, the impact of this 
monetary realignment has been most pronounced in the transport and 
food sectors, where the U.S. market share is rising rapidly. Omani 
buyers have a sound respect for and a growing familiarity with 
American products and technology. Businessmen seem prepared to move 
away from traditional suppliers or at least diversify their foreign 
business relations. Finally, local businessmen who made quick 
returns in trade, construction and real estate realize that these 
sectors are no longer a good bet, and are looking seriously for new 
business opportunities, particularly in light industry and other 
productive sectors. Although many local companies fell on hard 
times in 1986 and 1987, considerable private capital still exists to 
finance promising projects. 


Business and Investment Climate 


A company interested in sustained business in Oman must consider 
local representation. In most situations, Omani law requires 
foreign companies to have a local agent. This is also a business 
necessity. Business success in Oman comes from cultivation of 
clients and close observation of local market developments. Tenders 


are often announced with little fanfare and short deadlines. 
Government projects sometimes begin suddenly as funds become 
available. A local agent or local office is needed to monitor and 
respond to business developments. A local contact is also needed to 
expedite the process of doing business. Despite the government’s 
interest in bringing business to Oman, its bureaucratic hurdles are 
sometimes daunting. A local contact facilitates the flow of 
paperwork and documents. 


In the coming years, there is likely to be a growing preference, 
whether formal or informal, for joint ventures over straight 
sponsorship arrangements. This is already reflected in the tax 
laws, which tax the profits of joint ventures at a much lower rate 
than those of sponsorships. 


Oman, a generally free-market economy, provides incentives to 
investors, but looks to the private sector to undertake most 
investment in agriculture, fisheries, services, and light industry. 
It welcomes foreign investment for the technical expertise it brings 
and the training it provides to Omanis. At the same time, the 
government wishes to protect local entrepreneurs and to promote 
domestic investment. Therefore, the law provides that Omanis hold 
at least a 51 percent share in industrial enterprises and higher 
proportions in agriculture and fishing. Although foreign investment 
is no longer permissible in some service sectors, licensing, 
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management, franchising and other arrangements have allowed 
continuing foreign involvement, and numerous U.S. firms operate in 
Oman through one of these channels. 


Best Prospects 


With a increase in development spending, the oil sector offers good 
business prospects. Firms interested in PDO procurement policies 
should obtain a copy of the Embassy’s report on this subject from 
the Department of Commerce’s Oman desk. 


Agricultural and fisheries development are high priorities with the 
Omani Government. The emphasis on agriculture should lead to good 
opportunities for equipment exporters and agricultural consultants, 
particularly in such areas as the identification of commercially 
viable crops, dry land farming, food processing and marketing, and 
rural development. The key to success will be the ability to adapt 
products and services to Oman’s environment and the careful 
selection of sponsors for joint-venture partners. Significant 
investments can be expected from both the private and public 
sectors. The Oman Agricultural and Fisheries Fair, next scheduled 
for November 1989, is the nation’s leading trade event and attracts 
substantial foreign representation. 


Water resource development and conservation are also crucial areas. 
Commercial opportunities have thus far been related to water 
consumption, i.e., equipment for irrigation, pumping, storage and 
transportation, and such products will continue to be in demand. 
Given the increase in water use and the attendant problems of salt 
water intrusion and falling water tables, conservation equipment 
offers great promise. Implementation of wastewater treatment and 
sewage projects have been slowed by budget problems, but work in 
these areas must inevitably be done, so medium-term prospects are 
good. The Agency for International Development recently granted 
Oman a $14.5 million loan for improvement of the Capital Area and 
Salalah water systems and related water studies. The project should 
increase the involvement of U.S. firms in this key sector. 


Other areas with good market potential include building materials 
which conserve energy and reduce maintenance requirements, 
automobile spare parts, and light industrial technologies which are 
suitable for small-to-medium-sized enterprises and which require 
little labor input. In addition, with the decline in the value of 
the dollar, Omani interest in American food products is increasing. 


Conclusion 


Oman will remain heavily dependent on imports of goods and services 
for the foreseeable future. Thus, although the boom years are over 
and short-term prospects limited, the country offers good prospects 
for the medium term. An upturn in oil prices in the next several 
years will bring expanded business opportunities, since the 
country’s development needs remain great. 
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